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U.S. Strategic Materials Stockpile 


On the recommendations of a special Mineral Policy 
Committee, President Eisenhower has established new 
long-term objectives for the U.S. strategic mineral stock- 
pile. The objectives are calculated on the assumption 
that supplies from abroad will not be available to the 
United States in time of war except from a limited group 
of countries. It is also intended to ensure a supply suff- 
cient to offset possible destruction of major metal and 
mineral producing facilities within the United States. 
Materials will be upgraded and refined to the point at 
which they will be more readily usable in an emergency. 
The policy aims at fulfilling stockpile objectives from all 
sources as quickly as possible, but purchases of materials 
will also be made to alleviate distressed conditions in 
domestic mineral industries that are an important element 
in the mobilization base of the nation, and preference will 
be given to newly mined metals and minerals of domestic 
origin. Thus, the Government will be acquiring metals 
and minerals in excess of minimum needs if it is neces- 
sary to assist depressed industries. 

Metals and minerals will be acquired from foreign 
sources by the exchange of surplus agricultural com- 
modities, whenever such action is consistent with the 
U.S. over-all trade policy, as well as by the transfer of 
materials declared surplus. The Commodity Credit Cor- 
poration is conducting a barter program for the exchange 


Europe 
Employment in Western Europe 


The favorable trend in production in Western Europe 
during the first three quarters of 1954 is reflected in 
unemployment figures which, for almost every country, 
are lower than last year. In the United Kingdom, the 
Netherlands, Switzerland, and the four northern countries, 
the situation is described as one of full employment in 
the strict sense of the term. At the seasonal low of the 
late summer, the number of unemployed did not signifi- 
cantly exceed 1 per cent of the total labor force in any 
of the seven countries. 

In Western Germany, Austria, and Belgium, unem- 
ployment continues to be a serious problem. However, the 
increase in total employment in Western Germany in 
July 1953-June 1954 was greater than in the two preced- 
ing years, and at the end of September 1954 the number 
of unemployed had fallen to slightly more than 800,000, 
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of CCC-owned agricultural commodities for strategic and 
critical materials produced abroad and needed for the 
U.S. stockpile. In the first half of 1954, $1.4 million worth 
of strategic and critical materials was acquired in this 
way; and as of June 30, 1954, the CCC had acquired or 
contracted for, under this program, about $81.4 million 
worth of such materials as extra-long-staple cotton, indus- 
trial diamonds, metallurgical chromite, silk, waterfowl 
feathers and down, and mercury. These materials are 
purchased from the CCC for the national stockpile at 
fair market value. Additional activity is expected as a 
consequence of the Agricultural Trade Development and 
Assistance Act of 1954. 


Materials added to the stockpile in the first half of 1954 
were valued at $344 million, bringing the total on hand 
to $4.3 billion, or 61 per cent of the total stockpile objec- 
tive. Materials on order amounted to another 9 per cent, 
or $619 million. At the end of June, the stockpile was 
complete for 35 of the 75 listed materials, and for 9 other 
materials it was from 90-100 per cent complete. For 14 
materials, less than half the planned stockpile had been 
purchased. 

Source: Office of Defense Mobilization, Stockpile Report 


to the Congress (January 1-June 30, 1954), 
Washington, D.C., October 1954. 





or less than 5 per cent of the labor force. The decline in 
the number of unemployed in Belgium is said to be all 
the more remarkable since employment in the coal mines 
has decreased considerably. Better employment conditions 


for Belgian frontier workers in France and a decline in 
the number of young entrants to the labor market are 
cited as having significance for Belgian unemployment. 
There has also been increased employment in Belgium 
itself, where the Prime Minister declared recently that, 
with the central Government’s help, local authorities had 
been able to put back to work 26,500 persons previously 
unemployed. 


Despite the continuance of unemployment in these three 
countries, local shortages of manpower are sometimes re- 
ported. Owing to a lack of skilled labor, the West German 
building industry cannot, in the short run, be signifi- 
cantly increased; and in some industries in Austria, lack 
of adequate manpower limits further increases in output. 
These local shortages are interpreted as indicating the 
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need for more comprehensive measures to increase geo- 
graphical and occupational mobility. 

The French employment situation has improved only 
a little. It was to be expected. however, that in a country 
where the degree of utilization of industrial capacity was 
rather low the initial stages of expansion should be marked 
by higher output per man rather than by increased em- 
ployment. The position in Italy, which still has the larg- 
est number of unemployed persons in Western Europe, 
has not changed significantly during the last year. 
Sources: Economic Commission for Europe, Economic 

Bulletin jor Europe, Geneva, Switzerland, Oc- 
tober 1954; La Libre Belgique, Brussels, Bel- 
gium, November 11, 1954. 


Interest Rates in France 


On December 2, the General Council of the Bank of 
France reduced from 314 to 3 per cent the discount rates 
of the Bank for short-term commercial and government 
paper. The discount rate for longer-term government 
securities (Avance sur titres) remained at 41% per cent. 
The previous reduction in Bank of France discount rates 
was on February 4, 1954 when the short-term rates were 
also lowered by 14 per cent, the rate for Avances sur 
titres remaining at 41% per cent (see this News Survey, 
Vol. VI, p. 262). In October and November 1951, the 
rates had been raised; the trend toward lower rates 
started in September 1953. 

In October 1954, some of the government-controlled 
specialized credit institutions (e.g. Crédit National) low- 
ered the medium-term and long-term interest rates for 
investment from 6.60 to 6.10 per cent, and interest rates 
on certain types of one-year Treasury bonds were re- 
duced slightly. 


Source: Le Monde, Paris. France. December 3, 1954. 


Cut in French Import Tax Rates 


A French Government decree of November 17 reduced 
from 15 and 10 per cent to 11] and 7 per cent the rates of 
the “special temporary tax” that had been levied on some 
imports liberalized since April 1954. On September 14, 
the “statistical tax” on imports (and exports) of 0.73 per 
cent ad valorem was eliminated, effective October 1, 1954. 


Source: Le Monde, Paris, France, November 18, 1954. 


Belgian Government Loan 


Subscriptions to the recent Belgian Treasury issue of 
1.25 per cent, 20-year bonds (see this News Survey, Vol. 
VII, p. 127) totaled BF 8,878 million (US$177.56 mil- 
lion). The larger part of the subscription was new 
money; banks subscribed BF 1,800 million (US$36 
million) by consolidation of short-term paper. 

Subscriptions were facilitated by a change in the legal 
reserve requirements of the banks. In Belgium, commer- 


cial banks are obliged to hold government securities for 
a fixed percentage of their liabilities. It has now been 
made possible to include in these obligatory reserves 
government securities of longer maturity than hitherto, 
and the 20-year bonds qualify as legal reserves. The 
banks undertook, before the date of issue, to buy BF 5 
billion (US$100 million) of bonds. 

Sources: Agence Economique et Financiére, Brussels, 


Belgium, October 27 and 28 and November 19 
and 20, 1954. 


Netherlands Bank Credits for International Transactions 


The Netherlands Bank has announced that, upon re- 
quest, it is prepared to grant authorized banks general 
licenses to extend credit facilities for financing interna- 
tional commodity transactions between traders in third 
countries. Such credits may be opened either in guilders 
or in foreign currency. For the present, only transac- 
tions in staple and bulk commodities may be financed 
under the general licenses. 

Source: Het Financieele Dagblad, Amsterdam, Nether- 
lands, November 3, 1954. 


Danish Budget Estimates 


The Danish budget for the financial year April 1, 1955- 
March 31, 1956, covering the current and investment 
budget, estimates total expenditures at DKr 4,056 million 
($587 million) and revenue at DKr 4,344 million ($629 
million). The estimated surplus of DKr 288 million is 
slightly less than the estimate of about DKr 300 million 
for the current year. Estimates for the capital budget 
indicate that total lending in 1955-56 will be about the 
same as in the current year, i.e., about DKr 700 million, 
of which building loans account for about DKr 500 mil- 
lion. Redemption of internal public debt requires about 
DKr 320 million in 1954-55 and about DKr 280 million 
in 1955-56. In 1954-55, foreign debt redemption will 
amount to about DKr 200 million, and an additional 
DKr 75 million will have to be paid to the International 
Monetary Fund. From 1955-56 onward, however, the 
annual amortization on foreign debt will be about DKr 90 
million. 


In introducing the budget, the Minister of Finance 
stated that, as a result of the present year’s budget surplus 
and the surplus anticipated in the coming year, the Gov- 
ernment hoped to stabilize the economic situation. How- 
ever, it will be necessary in the present situation, charac- 
terized by a high level of income and consumption and 
a strained foreign exchange position, to increase the sur- 
plus in the current and investment budget. There can be 
no relaxation in the restrictive monetary policy without 
a reduction in total consumption and, in order to obtain 
that, it is imperative that the budget surplus be increased. 
The Minister of Finance said that for the past month 
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there had been no further drain on foreign exchange re- 
serves and, while it should not be assumed that there had 
been a decisive turn for the better, the recent figures of 
foreign trade make it reasonable to believe that the foreign 
exchange situation will continue to improve. The Gov- 
ernment’s primary aim is to maintain this improvement. 
However, it should not be maintained exclusively by 
means of a restrictive credit policy. Such a policy would 
restrict building and construction activity primarily, but it 
is essential to restrict, particularly, domestic consumption. 
Source: Bgrsen, Copenhagen, Denmark, November 25, 
1954. 


Sale of Norwegian Whale Oil 


The Norwegian whaling companies have contracted for 
the sale of 88,000 tons of whale oil produced in the com- 
ing season, at a price of NKr 1,500 (US$210) per ton. 
This price is said to be the minimum acceptable to the 
companies; it is somewhat lower than prices quoted re- 
cently for small quantities for immediate delivery. 

Total Norwegian production of whale oil during the 
coming season is expected to be 150,000 tons; thus 60 
per cent of the expected production has already been 
sold. For last year’s catch, an average price of £68 
(US$190) per ton was obtained. 

Source: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, November 23, 1954. 


Portugal's Foreign Trade 


In the first half of 1954, Portugal had an adverse trade 
balance of Esc 1,133 million (US$39 million), resulting 
from imports valued at Esc 4,498 million (US$155 mil- 
lion) and exports worth Esc 3,365 million ($116 million). 
Of the total adverse balance, Esc 539 million ($19 mil- 
lion) was incurred in trade with the sterling area, imports 
amounting to Esc 1,143 million and exports to Esc 604 
million. The trade deficit this year was Esc 344 million 
less than the deficit in the first six months of 1953, since 
exports increased by Esc 598 million, or 22 per cent, 
while imports were only slightly above those in January- 
June 1953. 

Source: Bank of London & South America, Fortnightly 
Review, London, England, September 18, 1954. 


Synthetic Rubber Output in Italy 


Work has started on a new plant at Ravenna, which is 
expected to produce 30,000 tons of synthetic rubber and 
350,000 tons of nitrogen fertilizer a year, as a by-product 
of Italy’s natural gas resources. At present, Italy imports 
annually about 57,000 tons of natural rubber and just 
under 10,000 tons of synthetic rubber. For the first few 
years, the new plant expects to have an exportable sur- 
plus of between 15,000 and 20,000 tons, but domestic 


consumption is expected to rise as soon as the Italian 

product becomes available. 

Source: The Financial Times, London, England, Novem- 
ber 18, 1954. 


Greek Economic Developments 


Prices in Greece have been rising moderately but stead- 
ily since June (see this News Survey, Vol. VII, p. 75). 
Retail prices in Athens (as measured by the Oikonomikos 
Tahidromos index) have been increasing at a monthly 
rate of about 1 per cent. Wholesale prices in the Athens- 
Piraeus area (Bank of Greece index) remained practically 
unchanged from June to August, but they rose by 1.5 
per cent in September and by a further 2.4 per cent in 
October. Price increases since August may be ascribed 
to the usual seasonal factors. 

The balance of payments deficit on current account 
for July-October 1954 is reported at the equivalent of 
US$22.1 million, compared with a surplus of US$6.7 
million in the same period of 1953. The increase was 
caused by higher payments for imports, which rose from 
US$67.4 million to US$108.3 million. Part of this in- 
crease in import payments was offset by higher exchange 
receipts from both visible and invisible sources. Exports 
increased by US$4.7 million, to US$41.3 million, and net 
invisible receipts by US$7.4 million, to US$44.9 million. 

Despite the deflationary effect of the balance of pay- 
ments deficit, the note circulation increased between 
June 30 and October 31 by 310 million drachmas, or about 
10 per cent. On October 31 the note circulation was 3,582 
million drachmas, compared with 3,141 million on Octo- 
ber 31, 1953. Incomplete statistical data indicate that both 
government overdrafts on the Bank of Greece and credit 
extended with central bank funds are responsible for this 
monetary expansion. Total government overdrafts in- 
creased by 352 million drachmas, primarily as a result 
of official purchases of domestic wheat under the price 
support policy, and of public investment outlays; final 
returns for 1954-55 are expected to show that current 
revenue exceeded current expenditures by 350 million 
(see this News Survey, Vol. VII, p. 151). Outstanding 
credit to the private sector financed by central bank 
funds, which in the year ended June 1954 had increased 
by 630 million drachmas, or 17.5 per cent, increased fur- 
ther, by 513 million drachmas or 12 per cent, in July- 
October. Total outstanding bank credit (financed by 
either central bank funds or commercial banks’ own re- 
sources) increased in July-September by 887.2 million 
drachmas, or 12.9 per cent. The increase in such credit 
for the year ended September 1954 was 2,495 million 
drachmas, or 47 per cent. Credit to agriculture expanded 
by 37 per cent, to industry by 67 per cent, to the tobacco 
trade by 76 per cent, and to other trade by 19 per cent. 
Trade and industry received further substantial credit 
facilities from foreign suppliers under the system author- 
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ized since July 1953, which permits imports on a sight 
or time draft basis. 

Industrial production continues to make steady prog- 
ress. With the exception of the metallurgical industry, 
whose output has declined substantially in recent months, 
almost all branches have achieved new records. The gen- 
eral index of industrial production (compiled by the 
Federation of Greek Industrialists) was 179 (1939—100) 
in September, compared with 151 a year earlier. The 
index of mining production (excluding lignite) was 90, 
the same as in September 1953. The special indices of 
production of consumer goods and capital goods, com- 
piled by the Oikonomikos Tahidromos, showed that in 
September the pattern of industrial production was the 
same as before the war, both indices being 179 (1939= 
100). Employment in industry has increased since the 
1953 devaluation at a rate considerably less than the rate 
of increase in industrial production, presumably because 
of an increase in the hours worked. Wheat and olive oil 
production in 1954 is less than in 1953, the former by 
200,000 tons (14 per cent) and the latter by 43,000 tons 
(27 per cent). On the other hand, rice output this year 
exceeds that of 1953 by 15,000 tons (21 per cent), and 
the cotton crop has increased by 30,000 tons (33 per 
cent). Tobacco production, at 63,000 tons, is the same 
as last year. The output of currants and sultanas this 
year is not expected to differ substantially from the 1953 
production. 

The gold sovereign rate during recent months has re- 
mained relatively stable (close to 300 drachmas). On 
November 29, the sovereign was quoted at 302 drachmas, 
or about US$10.00, compared with US$9.35 in Paris and 
Milan; there was practically no black market premium 
for the U.S. dollar note; and the sterling note was selling 
on the illegal market at a discount of 4.5 per cent. Black 
market quotations resulted in a dollar-sterling cross rate 
of 2.66. 

Share quotations on the Athens Stock Exchange, after 
reaching their postwar peak in March 1954, have declined 
The Oikonomikos Tahi- 
dromos index of share prices (in terms of new drachmas), 
which had averaged 21.6 (1938—=100) in March, was 17.2 
on November 29. The volume of transactions is still 
estimated to be much smaller than before the war. 


noticeably in recent months. 


Sources: Oikonomikos Tahidromos, Athens, Greece, vari- 
ous issues. 


Economic Implications of German Rearmament 


Commenting on the economic and financial implica- 
tions of rearmament, Dr. Erhard, the German Minister of 
Economic Affairs, stated that the initial financial burden 
to be assumed by Western Germany as a result of the 
London talks is about DM 9 billion, compared with 
DM 6-7 billion at present borne under the statute relating 
to occupation costs. With Western Germany’s social pro- 
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duct amounting to roughly DM 150 billion, the additional 
burden would not place a serious strain on the material 
factors of production. Even if the additional financial 
burden should rise to DM 4-5 billion, the strain, although 
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appreciable, would not be so heavy as to create insoluble § loans a! 
problems with regard either to raw material resources or § interest 
to available productive capacity. There is no danger of § except tl 
inflationary developments, since the German Government § annually 
and Parliament are determined to meet all rearma- § year of 
ment expenditures out of the ordinary budget. Rearma. § tions of 
ment outlays will, therefore, have no serious monetary Egypt 
effects either one way or the other and, provided the § local bo 
country can maintain the present economic upswing and § of two | 
count on a further increase in the social product, no de- § War loa 
terioration in the standard of living is to be expected, § million, 
For 1954 an increase of 8-9 per cent, or DM 12-13 billion, J to 314 
can be expected with certainty in the social product. A — August 
shortage of labor may, however, be expected to arise with ff of three 
the formation of military units, and care must be taken § finance 
that this does not adversely affect the country’s expansive § earmark 
power and social progress. (for int 
Source: Frankfurter Allgemeine Zeitung, Frankfurt am § Sources 
Main, Germany, October 25, 1954. 

German Dealings in Gold Coins 

The Bank deutscher Lander has decreed that, in future, US. Ecor 
residents will be permitted to engage in transactions in Acco 
gold coins involving sale, gift, or exchange. Collectors J from t! 
and dealers in Western Germany, who were previously § Egypt 1 
authorized to deal only in gold coins struck before 1830 § Out of 1 
and coins of special numismatic value on other grounds, §LE 13 | 
may now buy and sell gold coins freely. The practical J road cc 
significance of the new decree was expected to be slight, § and LE 
in view of the small quantity of gold coins in Western tian vil 
Germany. However, the opening of a new gold market § This ec 
in Frankfurt on October 19 is reported to have shown § teceive 
that, despite laws to the contrary, many Germans had in § Progra 





their possession hoarded gold coins. As the import of funder t 
foreign coins is prohibited, current prices in Frankfurt 
are running about 6 or 7 per cent higher than in free 
international gold markets, a margin which is said to be 
wide enough to be an inducement for illegal imports. The 


demand for coins comes from those who distrust the 
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present international situation, as well as from those who Deta 
anticipate an increase in the official price of gold. ment p 
Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, expend 
October 24, 1954; New York Herald Tribune, §US$2.8 
Paris, France, November 16, 1954. irrigati 
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Public Loans in Egypt local ¢ 
The Egyptian Government will float three public in- the Gc 

ternal loans, totaling LE 25 million, to speed up the [§ 1954, 
execution of Egypt’s economic and social development JB Ptogra 





1954 


———— 













tional | projects. The loans are a five-year LE 5 million loan 








terial — with an interest rate of 244 per cent, a 10-year LE 10 
ancial § million loan with interest at 3 per cent, and a 15-year 
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LE 10 million loan with interest at 314 per cent. All the 
loans are for public subscription at par. Capital and 
interest will be free from all present and any future taxes 
except the inheritance tax. Interest will be payable twice 
annually. Each loan is redeemable at par within one 
year of its maturity. Bonds will be issued in denomina- 
tions of LE 10, LE 20, LE 100, LE 500, and LE 1,000. 
Egypt has no external public debt. The outstanding 
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d the § local bonded debt amounts to LE 123 million, consisting 
g and §f{ of two national loans for LE 78 million, two Palestinian 
no de- — War loans for LE 30 million, and a cotton loan for LE 15 
ected, § million, carrying interest rates ranging from 21% per cent 
illion, J to 34 per cent. In addition, there was at the end of 
ict. A — August 1954 a floating debt of LE 37 million in the form 
e with ff of three-month Treasury bills, which are being used to 
taken J finance the cotton crop. At present, LE 6.7 million is 
ansive § earmarked annually for servicing the bonded public debt 
(for interest and liquidation fund). 
irt am — Sources: National Bank of Egypt, Economic Bulletin, 
Vol. VII, No. 3, 1954, and Al Ahram, Novem- 
ber 28 and 29, 1954, Cairo, Egypt. 
future, | US. Economic Aid to Egypt 
ons in According to a recent agreement, Egypt will receive 
llectors [from the United States $40 million in economic aid. 
viously § Egypt will contribute an equivalent sum in local currency. 
e 1830 § Out of the total sum of about LE 28 million thus provided, 
rounds, § LE 13 million will be spent on railways, LE 6 million on 
-actical Jroad construction, LE 3 million on internal navigation, 
slight, f and LE 5.2 million on providing potable water for Egyp- 
Vestern § tian villages. All funds must be spent within two years. 
market § This economic assistance is in addition to the aid being 
shown [received by Egypt under the U.S. Technical Assistance 
had in § Program. Thus far, Egypt has received $20 million 
port of Bunder this program. 
ankfurt B Sources: Al Ahram, Cairo, Egypt, November 8 and 20, 
in free 1954; The Financial Times, London, England, 
d to be November 8, 1954. 
ts. The 
ust the [p Development in Jordan 
se who Details recently released of Jordan’s five-year develop- 
ment plan indicate that during the period 1953-58 total 
verland, § expenditures are estimated at JD 68 million (JD 1= 
'‘ribune, §US$2.80). The program involves mainly transportation, 
irrigation, and power projects. The financing necessary 
in foreign exchange is estimated at JD 36 million, of 
which JD 21 million is to be obtained from UNRWA 
and JD 15 million from Point Four aid. The financing in 
local currency, i.e., JD 33 million, is to be provided by 
blic in- the Government. During the fiscal year ended March 
up the 981954, expenditures associated with the development 
lopment §§)'ogram amounted to JD 7 million; for the current fiscal 
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year, they are estimated at JD 11 million. (See also this 

News Survey, Vol. VI, p. 248.) 

Source: Le Commerce du Levant, Beirut, Lebanon, Oc- 
tober 29, 1954. 


Minerals in Syria 

Recent surveys in Syria have indicated the existence 
of deposits of chrome, manganese, and sulphur exploit- 
able in commercial quantities. The Syrian Department of 
Mines has issued 12 licenses for the exploitation of these 
minerals. According to official sources, prospecting for 
petroleum and natural gas is to begin in the near future. 
Source: Le Commerce du Levant, Beirut, Lebanon, No- 

vember 6, 1954. 


Income Tax Exemption in Lebanon 

The Middle East Electrical Manufacturing Company, 
recently established in Lebanon with a capital of US$5 
million subscribed jointly by Westinghouse Electric Cor- 
poration and a Lebanese firm, has been exempted from 
income taxes for a period of six years. This company 
is the first to be eligible for income tax exemption under 
a law passed in December 1944, which exempts new 
manufacturing companies with a capital of over LL 1 mil- 
lion from such taxes. The purpose of the law is to en- 
courage industrial expansion. 
Source: Le Commerce du Levant, Beirut, Lebanon, No- 

vember 20, 1954. 


Industrial Development in Pakistan 

The amount of capital invested in manufacturing in- 
dustries in Pakistan increased sharply during 1954. In 
the period January-September, the number of registered 
manufacturing establishments employing 20 or more 
workers or making use of power increased by 700. This 
increase is attributed to the Government’s restrictive im- 
port policy, initiated in 1953, which caused a diversion 
of capital from trade to industry. Capital released from 
trade has gone largely to consumer goods industries. In 
particular, the production of textiles and vegetable oils 
has rapidly increased. 
Source: Dawn, Karachi, Pakistan, November 19, 1954. 
Canadian Aid to Pakistan 


The Governments of Canada and Pakistan have signed 
an agreement according to which the Canadian Govern- 
ment will bear the entire dollar cost of the PRs 220 mil- 
lion multipurpose Warsak project. The Canadian assist- 
ance will be in the form of machinery and may exceed 
PRs 80 million. The Canadian Government has also 
agreed that the proceeds of wheat provided by Canada 
during 1952-53 and 1953-54, in the total amount of 
Can$10 million, may be utilized to meet part of the 
rupee cost of the Warsak project. In the last three years, 
Canada has given to Pakistan Can$10 million in eco- 
nomic assistance under the Colombo Plan. 


Source: Dawn, Karachi, Pakistan, November 12, 1954. 
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Far East 
India’s Balance of Trade in 1954 


The Union Minister of Commerce has advised the Im- 
port Advisory Council that India’s trade deficit during 
the first half of 1954 was Rs 302 million (US$63 million). 
During the third quarter, there was a small increase in 
the value of exports, so that the trade deficit for the first 
nine months of 1954 was smaller than that for the first 
half year. The Minister stated that most of India’s trade 
deficit was on sterling account, and that there had been 
a small surplus with the dollar area over the six-month 
period ended September 30. He noted that India’s ster- 
ling balances had fallen from Rs 7,540 million ($1,583 
million) at the beginning of April 1954 to Rs 7,270 
million ($1,527 million) at the end of October 1954— 
or by Rs 270 million ($57 million) in a period of seven 
months. 

Source: The Times of India, Bombay, India, Novem- 


ber 28, 1954. 


U.S. Assistance fo Indian Railways 


India and the United States signed an agreement in 
New Delhi on November 18 under which the United 
States will assist in India’s railway rehabilitation pro- 
gram. The U.S. Government will provide $10 million for 
the joint project of obtaining freight wagons, both broad 
gauge and meter gauge, for the Indian railway system. 
Rupee expenditure for this project, which will amount 
to Rs 22 million (US$4.6 million), will be met by the 
Government of India. 

Assistance provided under this agreement is part of 
$60.5 million provided by the U.S. Government to India 
during the current fiscal year beginning July 1. 
Source: Embassy of India, /ndiagram, 


D. C., November 22, 1954. 


Washington, 


Indian Tea Export Tax 


The Government of India has increased the cess on 
tea exports from Rs 2 (42 U.S. cents) to Rs 4 (84 cents) 
per 100 pounds, with immediate effect. This is in ad- 
dition to the present ordinary tea export duty of seven 
annas (9 3/16 cents) per pound (see this News Survey, 
Vol. VII, p. 129). 

Source: Embassy of India, /ndiagram, Washington, D.C., 
December 1, 1954. 


Rice Ration in Ceylon 


The rice ration for each holder of a ration book in 
Ceylon has been increased by 2 pounds per week be- 
ginning November 8, 1954. The ration before this in- 
crease was 4 pounds per adult worker, 2144 pounds for 


other adults, 2 pounds per child, and 144 pounds per 
infant. The increase is made possible by the larger stocks 
of rice in the country resulting from the increase in 
domestic output and purchases from abroad. 


Source: Ceylon News, Colombo, Ceylon, October 28, 
1954. 


Ceylon Tea Export Quota for London 


The Ceylon Government has decided that the quota of 
Ceylon tea exported directly to ihe London auctions for 
1955 should be the same as in 1954. The present quotas 
are 30 million pounds of high-grown tea, 30 million 
pounds of medium-grown, and unlimited quantities of 
low-grown. 

Source: Ceylon News, Colombo, Ceylon, November 11, 


1954. 


New Zealand Aid to Ceylon 


Under the Colombo Plan technical assistance scheme, 
New Zealand has made a contribution of £NZ 90,000 to 
Ceylon. It will be used to establish two technical schools. 


Source: Ceylon News, Colombo, Ceylon, October 2, 1954. 


Promotion of Industries in Thailand 


An Act for the Promotion of Industries, passed by the 
National Assembly of Thailand and which became effec. 
tive on October 12, 1954, provides for the following: 
(1) determination of categories and the magnitude of 
industrial activities that are suitable for promotion; 
(2) prohibition against undertaking new industrial ac- 
tivities in the country or in some particular localities 
when it appears that it may be detrimental to the national 
economy or against public safety; (3) adjustment of 
existing industrial activities to suit the national economy; 
(4) exemption from or reduction of import duties for 
industrial machines when industrial activity is started or 
work is expanded on a large scale; (5) exemption or 
reduction of taxes within a limited period; (6) exemp- 
tion from or reduction of import duties for essential im- 
ported materials within a limited period; (7) granting 
foreign exchange at the official rate for purchasing needed 
machinery from foreign countries, in accordance with 
(4) above; (8) permission to export products, including 
exemption from or reduction of export duties within 3 
limited period, the amount to be exported depending on 
the extent of industrial activity in the country; (9) pro 
tection of an industry by prohibiting imports of good: 
similar to those produced by that industry and by with- 
holding permission for undertaking activities that ma) 
lead to detrimental competition in that industry; (10) 
permission to take funds out of the country in foreign 
currencies when such funds come from original foreign 
investment or the returns on such investments; (11) per 
mission for skilled workmen or persons experienced in 
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industrial activity to enter the country outside the im- 
migration quota, if the quota has been filled. 

Source: The Thai Government Gazette, Bangkok, Thai- 
land, October 12, 1954. 
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Salt Production in Taiwan 


Taiwan’s salt production in the first ten months of 1954. 
amounted to 317,000 metric tons, almost twice the 
161,965 tons produced in the entire year 1953. The 










































































ue © production goal for 1954 was originally set at 270,000 
pode metric tons. This goal was exceeded by mid-year, how- 
= SF ver, the Industrial Development Commission of the 
million Economic Stabilization Board reporting that in the first 
oe six months production reached 282,912 tons. At the end 
of the year, total tonnage is expected to reach 350,000 
ber 11,0 sons. 
Up to the end of October, a total of 210,000 tons of 
Taiwan salt had been contracted for export. Of this total, 
115,000 metric tons was for Japan, 50,000 tons for Korea, 
scheme, § 3,500 tons for the Philippines, 1,700 tons for Hong Kong, 
),000 to & and 480 tons for the Ryukyus. 
schools. § Source: Chinese News Service, Press Release, New York, 
2, 1954. N.Y., November 30, 1954. 
Japanese Cotton Supply 
i ie Japan imported 2.43 million bales (500 pounds gross) 
me ai of raw cotton between August 1, 1953 and July 31, 1954, 
Roules about 18 per cent more than in the previous year. The 
stud of main suppliers were the United States, Mexico, Pakistan, 
oe _§ Brazil, Egypt, and India. The proportions received from 
oe the United States and Brazil were greater than in 1952-53, 
‘ocalities but those of Pakistan and India were less. 
saan Japanese cotton consumption in 1953-54 amounted to 
a 2.56 million bales; of this quantity, 2.44 million bales 
a 7 were consumed by the milling industry, an increase of 
— aa 26 per cent over consumption in 1952-53. Stocks were 
mor : down by 0.12 million bales, to 400,000 bales as of the 
stion © end of July 1954. 
) exemp: Source: Department of Agriculture, Foreign Crops and 
mntial in Markets, Washington, D. C., November 8, 1954. 
granting & Indonesia's Foreign Borrowings 
6 —_ The Indonesian Minister of Finance has announced that 
— a Indonesia has obtained foreign credits to the value of 
— mE Xp 1,000 million (about $90 million), of which Rp 400 
oa 7 million is from France, Rp 200 million from Holland, 
™ “ys oa and Rp 300 million from Western Germany. These credits 
ss es are intended to facilitate imports of capital goods. 
1 by with Source: The Financial Times, London, England, No- 
that may vember 20, 1954. 
try; (10) 





United States 
Simplification of FOA Rules for Investment Guarantees 


The U.S. Foreign Operations Administration announced 
recently that it has simplified its rules for guaranteeing 
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investments abroad by private U.S. business. It is hoped 
that the changes will lead to a larger flow of capital to 
other countries of the free world. Simplification involves 
both convertibility insurance and expropriation insur- 
ance. Although the new rules are generally more liberal, 
investors have the option of operating under the old 
rules if they find them more to their advantage. 


Changes made in convertibility insurance are as fol- 
lows: (1) The amount of the investment guaranteed will 
now be a flat figure for the life of the contract instead 
of being distributed by years. (2) The amount of the 
insurance protection will not be reduced by withdrawals 
of earnings through normal exchange channels. Under 
the new rules, the amount of protection is reduced only 
if the insured wishes to reduce the coverage for his own 
reasons, brings home part of his investment, or invokes 
the guaranty contract. (3) The insurance fee is now a 
simple flat fee of 14 per cent annually of the face amount 
of the policy. (4) Coverage may be obtained for equity 
investments up to 200 per cent of the amount invested; 
formerly it was 175 per cent. (5) Protection may be ob- 
tained if more than 50 per cent of all classes of stock is 
owned by U.S. citizens. Formerly, U.S. citizens had to 
own 85 per cent of the outstanding stock. (6) The 
amount of information required of the investor has been 
reduced. 


The changes in the convertibility program also apply, 
where appropriate, to guarantee against expropriation or 
confiscation. In addition, the annual fee in this program 
has been reduced from | per cent to 1% per cent. Although 
the guarantees do not apply to existing investments, they 
are available for additions to existing investments. At 
present, 20 countries are participating in the programs. 


Source: The Journal of Commerce, International Edition, 
New York, N. Y., November 6, 1954. 


U.S. Manufacturers’ Sales and Inventories 


U.S. manufacturers’ inventories rose in October for 
the first time in almost a year. On a seasonally adjusted 
basis, they amounted to $43.8 billion, an increase of 
$100 million over the previous month. This contrasts 
with a figure of $47.0 billion in October 1953, from which 
inventories declined steadily through last September. 
The slight increase in inventories in October was de- 
scribed as encouraging, since it usually presages a rise 
in new orders. A rise in durable goods of almost $300 
million resulted largely from the introduction of new 
automobile models. Inventories of nondurables declined 
by $200 million during the month. Sales fell by $200 
million, the decline being shared equally by durable and 
nondurable goods, and new orders declined by $500 
million. 


Source: The Wall Street Journal, New York, N. Y., 
December 3, 1954. 
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Other Countries 
Australian Gold Sales 


The Gold Producers’ Association in Australia has an- 
nounced that premium gold sales in the year ended Sep- 
tember 30 totaled 589,000 fine ounces, valued at US$20.7 
million, or $63,000 more than would have been received 
had the gold been sold at parity prices. This compares 
with sales of 1,145,000 fine ounces for $41.8 million in 
the previous year—$750,000 above sales at parity prices. 
Because of the sharp decline in the premium, the Associa- 
tion has temporarily suspended operations, but it will 
resume immediately prices become favorable. 

Source: The Financial Times, London, England, No- 
vember 26, 1954. 


Australian Foreign Trade 


In the three months ended September 30, Australia had 
a deficit of £A 39.1 million with the sterling area, com- 
pared with a surplus of £A 5.3 million in the correspond- 
ing period last year. Imports from the United Kingdom 
reached £A 94.2 million, compared with £A 75.3 million; 
and exports to the United Kingdom fell to £A 61.1 mil- 
lion, from £A 71.5 million. The dollar trade balance also 
showed a deterioration, the dollar deficit increasing to 
£A 13.4 million for the three months ended September 30, 
from a deficit of £A 1.1 million in 1953. Trade with the 
rest of the world showed a deficit of £A 2.6 million, com- 
pared with a surplus of £A 29.1 million in 1953. 

The value of wool exports fell by nearly £A 14 million. 
Russia, which had bought £A 3.5 million worth of wool 
in the September quarter of 1953, was absent from the 
market, and the purchases of most other countries were 
smaller. Japan’s purchases, however, rose from £A 5.6 
million to £A 7.3 million. 


Source: The Times, London, England, November 19, 
1954. 


Australian Trade with Japan 


The Australian Minister for Trade and Customs an- 
nounced that restrictions on imports from Japan would 
be eased as of November 20. Henceforth, these imports 
will be administered on the same basis as imports from 
other non-dollar countries. Thus, quotas for imports from 
non-dollar countries may now be used to import goods 
from Japan. 


However, there are exceptions to this general rule in 


the form of a reserved list of goods. Imports of such 
goods from Japan are limited to 25 per cent of imports 
from non-dollar countries during the year ended June 30, 
1954. The reserved list includes cotton piece goods and 
certain other textile goods, toys, artificial jewelry, and a 
variety of other manufactured goods. 

The new arrangement will not increase Australia’s total 
imports, but will give the Japanese exporter an oppor- 


tunity to obtain a larger share of Australia’s. import 
trade. we 


Source: The Times, London, England, November 20, 
1954. 


Increase in New Zealand Bank Rate 


The Reserve Bank of New Zealand raised its discount 
rate, as of November 26, to 4 per cent, from 31% per 
cent. The 3!% per cent rate had been in effect since 
April 13, when the rate had been raised from 11 per cent, 


Also, the trading banks are required to maintain at the 
Reserve Bank, as of November 30, balances equaling 25 
per cent of their demand liabilities, plus 1244 per cent 
of their time liabilities. This restores ratios to the level 
from which they were temporarily lowered on Septem. 
ber 1, but the trading banks’ margin of free balances at 
the Reserve Bank will be much smaller than during the 
previous period when these ratios operated. 


It is believed that the credit-tightening measures are 
a precaution against any undue growth of imports next 
year. Import restrictions have been eased this year and, 
although there is no prospect of a major upsurge in 
exchange expenditure now, the future trend of export 
earnings is not yet clear. New Zealand must now sell 
her meat and dairy products on a free, competitive 
market in Britain; the old protection of bulk purchases 
by the U.K. Ministry of Food has gone. Also, the outlook 
for wool prices is not certain. 


Sources: The Financial Times and The Times, London, 
England, November 26, 1954. 


Fund Transactions 


The record of exchange transactions published in /n- 
ternational Financial Statistics, December 1954, shows 
that in September Australia repurchased Australian 
pounds to an amount equivalent to US$6 million. Aus 
tralia purchased $20 million from the Fund in 1949. 
and an additional $30 million in 1952. Repurchase: 
through the end of September totaled $30 million. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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